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OIL  GAS  AND  MINERAL  LEASE 

THIS  AGREEMENT  made  this  J?  day  c*_Sg£_,  2008.  between  Jose  R.  Andrade  and  Mary  EMzabeth  Andrade,  husband  and  wife 

§X5?5£3^f^^  Produc"S  and.owmng  oi,  gas,  sulphur  and  all  other  minerals  (wne&eror  not  similar  to 

^f^^!^^  Ai?9ett^^lh?_n9'3  to  make  surveys  on  said  tend,  lay  pipe  KriesVestaUish  and  utilize  faaSties  for  surfacew^b^rface 

Ef ?S!tJI TJ^L!?*!?  C  P«*  *TO  No.  A-1245,  Being  Lot  20,  Block  IS,  Lake  Country  Estates,  an  Addition 

£  STamS  fISTtVi^.I?!™'*  COB^I*^  ^.n?"*^  ***  Uiem,f  """^  V«»«»*  388-75.  Page  33,  Plat  Records,  Tarrant  County,  Texas, 
^irJS?*?  *ttff!?  "T*3^^  *  "H»rt  W«shlMir%  by  dee*  dated  Nm  5,  2003,  recorded  m  Volame  17025,  Page  98,  Deed  Records 
J»Zi ?££%£2i?  ST*  \"?nl^e?er  "S?  tf"5P°rtlOB  ofLot  21  motk  ,5' Uke  Commy  Estate*  Coweyed  by  deed  to  RoWrt  fames  Stout,  dated 
^  rfco^ed  Y0,um«  l7025-  Pa8*  "I- 1**"*  Mrttarfarty  described  tm  a  General  Warraaty  Demi  with  Vendor's  lie.,  dated  Nay  30, 
2006,  from  Robert  lames  Stout  and  Hay oma  >eaa  Stoat,  to  Jose  R  Andrade,  recorded  thereof  In  Document  #D2M1M970,  Deed  Records,  Tarrant  County 
Texas  and  amendments  thereot  incMdlng  streets,  easements,  ami  aleyways  adjacent  thereto,  awl  any  riparian  rights. 

SEE  ATTACHED  ADDENDUM  FOR  ADDITIONAL  PROVISIONS 

«~J5:™5 A 22«iSi/S!2£r,entaL0il  ^P**.1*1*?*;  where*>v  »-««e,  its  successor*  or  assigns,  shall  not  conduct  any 
SP^JSSC8.^  ^£^ihere,?:/>n,  J"0  •*ff?ce  "P**8*  However,  Lessee  shall  have  the  right  to  poof  or  unitize  said  lands, 

or  part  thereof,  with  other  lands  to  comprise  an  oil  and/or  gas  development  unit 

This  lease  also  covers  and  includes,  in  addition  to  that  above  described,  al  land,  if  any,  contiguous  or  adjacent  to  or  adjoining  the  land  above 
described  and  (a)  owned  or  claimed  by  Lessor  by  Irritation,  prescription,  possession,  reversion,  after-acquired  tide  or  unrecorded  instrument  or  (b) 
as  to  which  Lessor  has  a  preference  right  of  acqueibon.  Lessor  agrees  to  execute  any  supplemental  instrument  requested  by  Lessee  for  a  more 
complete  or  accurate  description  of  said  land.  For  the  purpose  of  deterriring  the  amount  of any  bonus  or  other  payment  hereunder,  said  land  shal 
be  deemed  to  contain  _ttZSL  acres,  whether  acftuaJycortaning  mere  or  less,  ^ 

the  true  acreage  thereot.  Lessor  accepts  the  bonus  as  lump  sum  consideration  for  this  lease  and  all  rights  and  options  hereunder. 

^  A  Unless  sooner  terminated  or  longer  kept  in  force  under  other  provisions  hereof,  this  lease  shall  remain  in  force  for  a  term  of  3  years  from 
the  date  hereof,  hereinafter  caled  '•primary  term,"  and  as  long  thereafter  as  operations,  as  hereinafter  defined,  are  conducted  upon  saiel  land  with 
no  cessation  for  more  than  ninety  (90)  consecutive  days. 

3  As  royalty,  Lessee  covenants  and  agrees:  (a)  To  deliver  to  the  credit  of  Lessor,  in  the  pipe  Ine  to  which  Lessee  may  connect  its  wells,  the  equal 
1/4  part  of  aB  oil  produced  and  savedhy  Lessee  from  said  terxi,  or  frcrnfene  to  time,  at  the  cfibori  of  Lessee,  to  pay  Lessor  the  average  posted 
market  price  of  such  ^  part  of  such  oil  at  tt>e  wells  as  of  t^  in  either  case,  to  bear 

;1/4  of  the  cost  of  treating  cal  to  rerxJer  rt  marketabtep^  ineoir,  (b)  To  pay  Lessor  on  gas  and  casinghead  gas  produced  from  said  land  (1)  when 
sold  by  Lessee.  1/4  of  the  amount  reafeed  by  Lessee,  computed  at  the  mouth  of  the  wed,  or  (2)  when  used  by  Lessee  off  said  land  or  in  the 
manufacture  of  gasoline  or  other  products,  the  market  value,  at  the  mouth  of  the  wel,  of  1/4  of  such  gas  and  «6inghead  gas;  (c)  To  pay  Lessor  on 
all  other  minerals  rnined  and  marketed  or  utiszed  by  Lessee  from  said  land,  onetenth  either  in  kind  or  value  at  the  well  or  mine  at  Lessee's  election, 
except  that  on  sulphur  rnined  and  marketed  the  royalty  shall  be  one  dollar  ($1.00)  per  long  ton.  If,  at  the  expiration  of  the  primary  term  or  at  any 
time  or  times  thereafter,  there  is  any  wefl  on  said  land  or  on  lands  with  which  satd  land  or  any  portion  thereof  has  been  pooled,  capable  of 
producing  oil  or  gas,  and  all  such  wells  are  shut-in,  this  lease  shall,  nevertheless,  continue  in  force  as  though  operations  were  being  conducted 
on  said  land  for  so  long  as  said  wels  are  shut-in,  and  thereafter  this  tease  may  be  continued  in  force  as  if  no  shut-in  had  occurred.  Lessee 
covenants  and  agrees  to  use  reasonable  digence  to  produce,  utftze,  or  market  the  minerals  capable  of  being  produced  from  said  wells,  but  in  the 
exerase  erf  such  tfkjerra,  Lessee  sha 

separator,  and  lease  tank,  and  sha*  not  be  required  to  settle  lalxx  trouble  or  to  market  gas  upon  terms  unacceptabteto  Lessee.  If.  at  anytime  or 
times  after  the  expiration  of  the  pnmary  term,  al  such  wells  are  shut-in  for  a  period  of  ninety  consecutive  days,  and  during  such  time  there  are  no 
operations  on  said  land,  then  at  or  before  the  expiration  of  said  ninety  day  period,  Lessee  shal  Day  or  tender,  by  check  or  draft  of  Lessee,  as 
royalty,  a  sum  equal  to  one  doftar  ($1.00)  for  each  acre  of  land  then  covered  hereby.  Lessee  shal  make  Ike  payments  or  tenders  at  or  before  the 
end  of  each  anniversary  of  the  expiratoon  of  said  ninety  day  period  if  upon  such  anniversary  this  lease  is  being  continued  in  force  solely  by  reason 
of  the  provisions  of  this  paragraph.  Each  such  payment  or  tender  shaft  be  made  to  the  parties  who  at  the  feme  of  payment  would  be  entitled  to 
receive  the  royalties  which  would  be  paid  under  thrs  lease  if  the  welts  were  producing,  and  may  be  deposited  in  such  bank  as  directed  by  Lessor, 
or  its  successors,  which  shall  continue  as  the  depositories,  regardless  of  changes  in  the  ownership  of  shut-in  royaty.  tf  at  any  time  that  Lessee 
pays  or  tenders  shut-in  royalty,  two  or  more  parties  are,  or  claim  to  be,  entitled  to  receive  same.  Lessee  may,  in  lieu  of  any  other  method  of 
payment  herein  provided,  pay  or  tender  such  shut-in  royaty,  in  the  manner  above  specified,  either  jointly  to  such  parties  or  separately  to  each  in 
accordance  with  their  respective  ownerships  thereof,  as  Lessee  may  elect  Any  payment  hereunder  may  be  made  by  check  or  draft  of  Lessee 
deposited  in  the  mail  or  delivered  tothepartyentitk^torec«rvepayrnert  bartk  provided  for  above  on  or  before  the  last  date  for 

payment  Nothing  herein  shall  impair  Lessee's  right  to  release  as  provided  in  paragraph  5  hereof.  In  the  event  of  assignment  of  this  lease  in  whole 
or  in  part,  liabiityfor  payment  hereunder  shal  rest  exclusively  on  the  then  owner  or  owners  of  this  lease,  severalty  asto  acreage  owned  by  each. 

4.  Lessee  is  hereby  granted  the  right,  at  its  option,  to  pool  or  unitize  any  land  covered  by  this  lease  with  any  other  land  covered  by  this  lease, 
and/or  wim  any  other  land,  lease,  c<  leases,  as  torn 

plus  10%  acreage  tolerance;  provided,  however,  unfc  may  be  estabished  as  to  any  one  or  more  horizons,  or  existing  units  may  be  enlarged  as  to 
any  oriecrrrxxehctrizons.  so  as  to  contain  not  nxratte  if  Irnited  to  one  crrrore  of  the  following: 

(1 )  gas,  other  than  casinghead  gas,  (2)  fiquid  hydrocarbons  (condensate)  which  are  not  liquids  in  the  subsurface  reservoir,  (3)  minerals  produced 
from  wells  classified  as  gas  wefis  by  the  conservation  agency  having  jurisdiction.  If  larger  unite  than  any  of  those  herein  permitted,  either  at  the 
time  established,  or  after  enlargement,  are  permitted  or  required  under  any  Governmental  rule  or  order  for  the  drifting  or  operation  of  a  well  at  a 
regular  location,  or  for  obtaining  maxirnum  alowable  from  any  well  to  be  drifed,  driKng  or  already  driled,  any  such  unit  may  be  established  or 
enlarged  to  conform  to  the  size  permitted  or  required  by  such  governmental  order  or  rule.  Lessee  shall  exercise  said  option  as  to  each  desired  unit 
by  executing  an  instrument  identifying  such  urn  and  fifing  ft  for  record  in  the  pubic  office  in  which  this  tease  is  recorded.  Such  unit  shall  become 
effective  as  of  the  date  provided  for  in  said  instrument  or  instnjrnents  but  if  said  instrument  or  instruments  make  no  such  provision,  then  such  unit 
shall  become  effective  on  the  date  such  instrument  or  instnjrnents  are  so  filed  of  record  Each  of  said  options  may  be  exercised  by  Lessee  at  any 
time  and  from  time  to  time  whie  this  lease  is  in  force,  and  whether  before  or  after  operations  or  production  has  Men  established  either  on  said 
land,  or  on  the  portion  of  said  tend  included  in  the  unit,  or  on  other  land  unitized  therewith.  A  unl  established  hereunder  shaH  be  valid  and  effective 
for  all  purposes  of  this  tease  even  though  there  may  be  mineral,  royalty,  or  leasehold  interests  in  tends  wthin  the  unit  which  are  not  effectively 
pooled  or  unitized.  Any  operations  conducted  on  any  part  of  such  unitized  land  shall  be  considered,  tor  all  purposes,  except  the  payment  of 
royalty  operations  conducted  upon  said  land  under  this  lease.  There  shal  be  aJocated  to  the  land  covered  by  this  tease  within  each  such  unit  (or 
to  each  separate  tract  within  the  unit  if  this  lease  covers  separate  tracts  within  the  unit)  that  proportion  of  the  total  production  of  unitized 
minerals  from  the  unit  after  deducting  any  used  in  tease  or  unit  operations,  which  the  number  of  surface  acres  in  such  land  (or  in  each  such 
separate  tract)  covered  by  this  tease  wihtn  the  unit  Dears  to  tne  total  number  of  surface 

considered  for  al  purposes,  irxduding  payment  or  delivery  of  royaty,  overriding  royaty  and  any  other  payments  out  of  production,  to  be  the  entire 

? reduction  of  unitized  minerals  from  the  fend  to  which  aiocatedin  the  same  manner  as  though  produced  therefrom  under  the  terms  of  this  lease, 
he  owner  of  the  reversionary  estate  of  any  term  royalty  or  mineral  estate  agrees  that  the  accrual  of  royaHes  pursuant  to  this  paragraph  or  of 
shut-in  royalties  from  a  wel  on  the  unit  shal  satisfy  any  frrrtabon  of  term  requring  production  of  oi  or  gas.  The  formation  of  any  unit  nereunder 
which  includes  land  not  covered  by  tnisk^asesfialrxxrtave the  effector 

limitation,  any  shut-in  royalty  which  may  become  payable  under  this  lease)  between  parties  owning  interests  in  land  covered  by  this  lease  and 
parties  owning  interests  in  land  not  covered  by  this  tease.  Nether  shal  it  impair  the  right  of  Lessee  to  release  as  provided  in  paragraph  5  hereof, 
except  that  Lessee  may  not  so  release  as  to  lands  within  a  unit  white  there  are  operations  thereon  for  unitized  minerals  unless  all  pooled  leases 
are  released  as  to  lands  within  the  unit  At  any  time  while  this  tease  is  in  force  Lessee  may  dissolve  any  unit  established  hereunder  by  filing  for 
record  in  the  public  office  where  this  tease  is  recorded  a  declaration  to  that  effect,  if  at  that  feme  there  is  no  unitized  minerals  being  produced  from 


such  unit  Any  unit  formed  may  be  amended,  re-formed,  reduced  or  enlarged  by  Lessee  at  Ms  election  at  anv  time  and  from  time  to  time  after  fh* 
SEnSTihi^6^^"9  ^aPPro^i^njn^rrt  of  record  in  tfepubftc  office  in^niS^^coSj^Se  bCSS I  Subfect  to  ttS 
provisions  of  this  paragraph  4,  a  unit  once  estabbsned  hereunder  shal  remain  in  force  so  tang  as  any  leasesuWthweto  shaS \nm£ infoitelf 
this  tease  new  or  hereafter  covers  separate  tracts,  no  peering  or  unfeatfon  of  royalty  mtere& 

SSSrt?^rSte  t£!^»nJ2l£5SS consequent  allocation  of  production  as  herein  provided.  As  used  in  this  paragraph  4,  the 
S^f  Stea^d^riS  T°V***  ownersh'P  diAenng,  now  or  hereafter,  either  as  to  parties  or  amounts,  from  that  aslo  any  other 

n„rt  £  o^lft^J*^^016  and  fr°m  time  to  tjne  execute  and  deliver  to  Lessor  or  fie  for  record  a  release  or  releases  of  this  lease  as  to  anv 
part  or  all  of  said  land  or  of  any  mineral  or  honzon  thereunder,  and  thereby  be  relieved  of  al  obigaeons.  as  to  the  released  acr e^e  or  intSeTt 

an      ^^j^^^.  '"^  "operations"  shal  mean  operations  for  and/or  any  of  the  folowing:  preparing  the  drisite  location 

and/or  access  road,  dnHm  testing,  completing,  reworking,  recompleting,  deepening,  sidetracking  plugging  back  or  raSm  of  ami ihionh 

wS&eV™^ 

nnarLir^t^^}  have  ^  "S***8  frof"  roy^y.o*  water,  other  than  from  Lessor's  water  wefts,  and  of  oil  and  gas  produced  from  said  land  in  all 
2ffi^^I,e^^L^Pl!5ihf>£2ie  ngH  !f  ant£reto  remove  aH  machinery  and  fixtures  placed  on  saaSnd,  including  theright to draw 
^Tr^L^^iJ^  ^£^^^2°°*** to  the  rwuse  or  bam  now  on  said  lllSwrthout  me  consent  erf  the  Lessor  Lessee 
shall  pay  for  damages  caused  by  its  operations  to  growing  crops  and  frnber  on  said  land.  ^c 

™vJL2le  ^^l^^^^^^^J^^"^  ^  assarted  from  time  to  time  in  whole  or  in  part  and  as  to  any  mineral  or  horizon.  All  of  the 
S^^ffeJf^M1  ^™erat,5^  °f  thstease  shalTextend  to  and  be  binding  upon  the  parties  hereto,  their  heirs,  successors,  assigns 
IhaB  ir^S^i^S^^SI^^^^  pwr^Npofsaid  ^  rovaltiesJoT^ier  moneys,  or  any  'part  thereof,  ho^io^r  eSd 

dUSSSS y£*$8«*^£ SSJ'S^EK5  rfi^^JI^n^?£.not1,m^ to/a?on  and  ofwells  and  the  measurement 
?if^%^«MS?^2^SSni«.tny  tS^^?1  OTfonstnjctve  knowledge  or  notice  thereof  of  or  to  Lessee,  its  successors  or  assigns,  no 
£  hX™  £i  ^^flU^^^S^  ^J^i&'J?  ot"^"?0^.  or  the  right  to  receive  the  same,  howsoever  effect^,  shall 
!£xL  2fW.  ^il?K.?^.rocofd  fZP^J*?*? leas8  "nW  *«ty  (60)  days  after  there  has  been  furnished  to  such  record  owner  at  his  or  its  principal 
place  of  business  by  Lessor  or  Lessor's  heirs,  successors,  or  assigns,  notice  of  such  change  or  dMsion.  supported  by  either  originals  or  duly 
SSS£  ^r^rSfXJ^^ ^be^prooerly  fgjlSr  record  and  which  evSence  such  cW&Tor  MS^!SS^oS& 
!SS^SSl1S^^nafiUinman^^ other  documents  as  shall  be  necessary  in  the  opinion  of  such  recorcfowner  to  establish  the  validity  of 
^  ,X  ^nI^  owner,  Lessee  may,  nevertheless  pay  or  terser 

such  royalties,  or  other  moneys,  or  part  thereof,  to  the  credit  of  the  decedent  in  a  depository  bank  provided  for  above. 

i  «cL'ltISiSf1iiSSPr  ^^^2?  Le5*2*  "^2*  ?omPfed  *■£  «*  *s  ob^fonshereunder,  both  express  and  implied.  Lessor  shaH  notify 
Lessee  ii^ir^setbng^specificaily  m  what  respects  Lessee  has  breached  the  contract  Lessee  snallthen  have  sixty  (6(j)  days  after  receipt 
^l^nM^hTbj^^n??!^  to  °Lany  P3*  <*     ******  alleged  by  Lessor.  The  service*  of  said  noto  sha»  be 

SEPSIS  i^KSfl  any  action  by  Lessor  on  said  lease  for  any  cause,  and  no  such  action  shaH  be  brought  until  the  lapse  of  sixty  (60)  days 
fKi?^lSf2uct  ^'i^liS866-  Neither  the  service  of  sad  notice  nor  the  doing  of  any  acts  by  Lessee  aimed  to  meet  all  or  any  of  the 
allf3^b^ches  shaH  be  deemed  an  admission  or  presumption  that  Lessee  has  failed  to  perform  af  Hs  obftgabons  hereunder  If  this  tease  is 


requirsand  (2)  any  part  of  said  landjncluded  in  a  pooled  unit  on  which  Sere  are  operations.  Lessee  shaH  also  have  such  easements  on  said  land 
as  are  necessary  to  operations  on  the  acreage  so  retained  and  shaH  not  be  required  to  move  or  remove  any  existing  surface  facilities  necessary 
or  convenient  tor  current  operations. 

.  .  JJL  lessor  hereby  warrants  and  agrees  to  defend  trtJe  to  said  land  against  the  claims  of  aH  persons  whomsoever  Lessor's  rights  and 
irterests  hereunder  shall  be  charged! primarily  wrth  any  mortgages,  taxes  or  other  iens,  or  interest  and  other  charges  on  said  land,  but  Lessor 
a?L!?s Ji?  u^H^ihall_lF'e.Jthe  W  f?  anV  f"?6 10  reduce  same  for  Lessor,  either  before  or  after  rnaturityand  be  subrogated  to  the 
nghte  of  the  holder  thereof  and  to  deduct  amounts  so  paid  from  royatoes  or  other  payments  payable  or  which  may  become  payable  to  Lessor 
S2SSr^H3i!S&'£? JSSSS;  rctte  k^  owere  a  less  interest  in  the  ofl,  gas,  sulphur,  or  other  minerals  in  al  or  any  part  of  said  land  than  the 
entire  and  undwided  fee  simple  estate  (whether  Lessor's  interest  is  herein  specified  or  not),  or  no  interest  therein,  then  the  royalties  and  other 
moneys  accruing  from  anyjaart  as  to  which  thts  tease  covers  less  than  such  ful  interest  shaH  be  paid  only  in  the  proportion  which  the  interest 
^^•l^i  covered  by  foe  tease,  beers  to  the  whole  and  undivided  fee  svnpte  estate  theraa  AH  royalty  interest  covered  by  this  lease  (whether 
°r  not  owr>ed  by  Lessor)  shal  be  pad  out  of  the  royalty  herein  provided.  This  lease  shal  be  binding  upon  each  party  who  executes  ft  without 
regard  to  whether  it  is  executed  by  aS  those  named  herein  as  Lessor. 

„  1  i lf.  whilethis  lease  is  in  force  at,  or  after  the  expiration  of  the  primary  term  hereof,  ft  is  not  being  continued  in  force  by  reason  of  the  shuMn 
well  provisions  of  paragraph  3  hereof,  and  Lessee  is  not  conducting  operations  on  said  land  by  reason  of  1)  any  law,  order,  rule  or  regulation, 
(whether  or  notsubsequentty  detemmed  to  be  invalid)  or  f2)  any  otter  cause,  whether  similar  or  dissimilar  (except  financial)  rjeyond  the 
reasonable  control  of  Lessee,  the  primary  term  hereof  shall  be  extended  until  the  first  anniversary  date  hereof  occurring  ninety  (90)  or  more 
days  following  the  removal  of  such  delaying  cause,  and  this  lease  may  be  extended  thereafter  by  operations  as  if  such  delay  had  not  occurred. 

12  Lessor  agrees  that  this  tease  covers  and  includes  any  and  aH  of  Lessor's  rights  in  and  to  any  existing  weWs)  and/or  wellbore(s)  on  said 
than  e>ast,nj?  ^or  wells,  and  for  al  purposes  of  this  lease  the  re-entry  and  use  by  Lessee  of  any  existing  wed  and/or  weltoore  shall  be 

deemed  the  same  as  the  dnWng  of  a  new  wet 

13  Notwithstanding  anything  to  the  contrary  contained  in  this  lease,  at  the  option  of  Lessee,  which  may  be  exercised  by  Lessee 
givingnotice  to  Lessor,  a  wed  which  has  been  drilled  and  Lessee  intends  to  frac  shall  be  deemed  a  wel  capable  of  producing  in  paying 
quantities  and  the  date  such  well  is  shut-in  shaH  be  when  the  drilling  operations  are  completed. 

14.  As  a  result  of  land  development  in  the  vicinity  of  said  land,  governmental  rules  or  ordinances  regarding  well  sites,  and/or  surface 
restnctions  as  may  be  set forth  in  this  lease  and/or  other  leases  in  the  vicinity,  surface  locations  for  well  sites  mine  vicinity  may  be  limited 
and  Lessee  may  encounter  difficulty  secunng  surface  location(s)  for  drilling,  reworking  or  other  operations.  Therefore,  since  drilling 
reworking  or  other  operations  are  either  restricted  or  not  allowed  on  said  land  or  otherleases  in  the  vicinity,  it  is  agreed  that  any  such 
operations  conducted  at  a  surface  location  off  of  said  land  or  off  of  lands  with  which  said  land  are  pooled  in  accordance  with  this  lease 
provided  that  such  operations  are  associated  with  a  directional  well  for  the  purpose  of  drilling,  reworking,  producing  or  other  operations 
under  said  land  or  lands  pooled  therewith,  shall  for  purposes  of  this  lease  be  deemed  operations  conducted  on  said  land  Nothing 
contained  in  this  paragraph  is  intended  to  modify  any  surface  restrictions  or  pooling  provisions  or  restrictions  contained  in  this  lease 
except  as  expressly  stated. 


I N  WITNESS  WHEREOF,  this  instrument  is  executed  on  the  date  first  above  written. 
LESSOR(S) 


BY:  Mary  Elizabeth  Andrade 


(ACKNOWLEDGMENT  FOR  INDIVIDUAL) 
COUNTY  OF       Tarrant  ) 

This  instrument  was  acknowledged  before  me  on  the  {'  day  of  <^L«>A,,/  .  2008  by  Jose  R.  Andrade  and  Mary  Elizabeth 
Andrade,  husband  and  wife.  _  ' 
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AUSTIN  ELLIOTT  SEIKRT      I  Signature        /        J^x  t      ^  =_ 

Notary  Public,  St*te  of  Texas    I  Notary  Public 

My  Commission  Expjres      1  ' . 


ADDENDUM 


PROVISIONS  OF  ADDENDUM  SUPERSEDE  COMPLETELY  ANY  PROVISIONS  TO  THE  CONTRARY  CONTAINED  IN  THE 


Minerals  Covered.  Notwithstanding  any  other  provision  hereof,  this  lease  covers  only  oil  and  gas.  The  term  "oil  and 
gas"  means  oil,  gas,  and  other  liquid  and  gaseous  hydrocarbons  and  their  constituent  elements  produced  through  a  well 


Gas  Royalty.  Lessor's  royalty  shall  be  calculated  free  and  clear  of  costs  and  expenses  for  exploration,  drilling, 
development  and  production,  including,  but  not  limited  to,  dehydration,  storage,  compression,  separation  by 
mechanical  means  and  product  stabilization,  incuned  prior  to  the  oil,  gas  and  other  mineral  production  leaving  the 
leased  premises  or  prior  to  delivery  into  a  pipeline  or  gathering  system,  whichever  occurs  first;  provided,  however,  (a) 
Lessee  shall  have  free  use  of  produced  oil  and  gas  for  operations  conducted  on  the  leased  premises  or  lands  pooled 
therewith,  and  the  royalties  on  oil  and  gas  herein  provided  shall  be  computed  after  deducting  any  so  used,  and  (b) 
Lessor's  royalty  shall  bear  its  proportionate  share  of  all  ad  valorem  taxes  and  production,  severance  and  other  taxes 
and  the  actual,  reasonable  costs  (including  compression  and  related  fuel  charges)  paid  to  or  deducted  by  an  unaffiliated 
third  party  to  transport,  compress,  stabilize,  process  or  treat  the  oil,  gas  and  other  mineral  production  off  the  leased 
premises  in  order  to  make  the  oil,  gas  and  other  mineral  production  saleable,  increase  its  value  or  in  order  to  get  the  oil, 
gas  and  other  mineral  production  to  a  market 


Shut-in  Royalty.  If  at  the  end  of  the  primary  term  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or 
lands  pooled  therewith  are  capable  of  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities,  but 
such  well  or  wells  are  either  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  such  well  or  wells  shall 
nevertheless  be  deemed  to  be  producing  in  paving  quantities  for  the  purpose  of  maintaining  this  Lease.  A  well  that  has 
been  drilled  but  not  fraced  shall  be  deemed  capable  of  producing  in  paying  quantities.  If  for  a  period  of  ninety  (90) 
consecutive  days  such  well  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  then  Lessee  shall 
pay  shut-in  royalty  of  twenty  five  dollars  ($25.00)  per  acre  then  covered  by  this  Lease  on  or  before  the  end  of  said  90  - 
day  period  and  thereafter  on  or  before  each  anniversary  of  the  end  of  said  90  -day  period  while  the  well  or  wells  are 
shut-in  or  production  therefrom  is  not  being  sold  by  Lessee;  provided,  however,  that  if  this  Lease  is  otherwise  being 
maintained  by  operations,  or  if  production  is  being  sold  by  Lessee  from  another  well  or  wells  on  the  leased  premises  or 
lands  pooled  therewith,  no  shut-in  royalty  shall  be  due  until  the  end  of  the  90-day  period  next  Mowing  cessation  of  such 
operations  or  production.  Notwithstanding  anything  to  the  contrary  herein,  it  is  expressly  understood  and  agreed  that 
after  the  expiration  of  the  primary  term,  Lessee  shall  not  have  the  right  to  continue  this  Lease  in  force  by  payment  of 
shut-in  royalty  for  more  than  one  single  period  of  up  to  two  (2)  consecutive  years. 


18.  No  Surface  Operations.  It  is  hereby  agreed  and  understood  that  there  shall  be  no  drilling  activities  on  the  surface  of 
the  leased  premises  without  the  prior  written  permission  from  the  surface  owner  of  the  applicable  portion  of  the  leased 
premises.  Notwithstanding  the  foregoing,  this  waiver  of  surface  shall  not  be  construed  as  a  waiver  of  the  rights  of 
Lessee  to  utilize  the  subsurface  of  the  leased  premises  under  this  lease,  and  Lessee  shall  have  the  right  to  exploit, 
explore  for,  develop  and  produce  oil,  gas  and  other  covered  minerals  under  this  lease  from  wells  from  surface  locations 
off  the  leased  premises,  including,  but  not  limited  to,  directional  or  horizontal  drilling  activity  which  comes  under  the 
surface  of  the  leased  premises.  This  drilling  surface  waiver  does  not  apply  to  any  surface  rights  associated  with 
instruments  other  than  this  lease. 


19.  Vertical  Pugh.  Upon  the  expiration  of  the  primary  term  of  this  Lease,  upon  the  expiration  of  any  extension  or  renewal  of 
the  primary  term,  or  after  cessation  of  operations  as  provided  herein,  whichever  occurs  last,  this  Lease  shall  terminate 
as  to  all  rights  lying  below  one  hundred  feet  (100*)  below  the  stratigraphic  equivalent  of  the  deepest  formation  drilled. 


20.  No  Warranties.  Lessor  makes  no  warranty  of  any  kind  with  respect  to  title  to  the  Land.  By  acceptance  of  this  Lease, 
Lessee  acknowledges  that  it  has  been  given  every  opportunity  to  investigate  and  has  conducted  sufficient  investigation 
to  satisfy  itself  as  to  the  title  to  the  Land,  and  Lessee  assumes  all  risk  of  title  failures.  All  warranties  that  might  arise  by 
common  law  or  by  statute,  including  but  not  limited  to  Section  5. 023  of  the  Texas  Property  Code  (or  its  successors),  are 
excluded.  If  Lessor  owns  an  interest  in  the  Land  less  than  the  entire  fee  simple  estate,  then  the  royalties  (including 
shut-in  royalties)  payable  hereunder  will  be  reduced  proportionately.  All  royalty  interest  covered  by  this  lease  (whether 
or  not  owned  by  Lessor)  shall  be  paid  out  of  the  royalty  herein  provided.  Lessor  will  use  all  its  reasonable  efforts  to 
assist  Lessee  to  subordinate  any  rights  of  a  mortgage  holder  to  perfect  the  Lessee's  rights  under  this  lease;  provided, 
however,  any  necessary  subordination  shall  be  obtained  by  Lessee  at  Lessee's  sole  expense.  In  the  event  Lessee  is 
unable  to  obtain  a  subordination  agreement  Lessee,  at  its  option,  may  discharge  any  tax,  mortgage,  or  other  lien  or 
interest  and  other  charges  on  the  Land  superior  to  this  Lease,  and  in  the  event  Lessee  does  so,  Lessee  will  have  the 
option  of  applying  the  royalties  accruing  to  Lessor  toward  payment  of  same  and  Lessee  shall  be  subrogated  to  the 
rights  of  the  holder  thereof. 


Executed  on  the  date  first  written  above. 


